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OFFICE OF THE ATTORNEY GENERAL OF TEXAS
AUSTIN

GEraLD C, MANN

ATTORNEY GENERAL

Honorable William J. Lawvson
Beoretary of State
Austin, Texas -

Attention: Mr. Frank D. Wear
o Opinion No. 0-3937
Dear S8ir: Ret Do any of the instruments of
o Hellen's National Club consti-
tute a security within the
meaning of the Securities Act?

- Your lettor requesting the opinton of this dapa.rt.mont
on the abovo atated question reads in part as follows:

- "It has been cslled to the attention of this
Department that one Hellen of Houston, Texas, 1is
operating in Houston what 1a known as a two-ten
chain under the name of Hellen's National Club.

. "Phe plan oporates something 1ike the old

chain J.etter racket except that it 1is operated
the -sale of memberships in Hellen's Wation-

al"g3udb rather than through a chain letter:. A oclub
is formed, for example, in Houston, with ten char-
“ter members, Each charter member sells memberships
to two other people; each of these two other psople
soll memberships to two more; each of these two
sell memberships to two more, etoc.

"fhe names are added to the list in the same way
. a8 in the chain letter racket. . Out of each member-
ship fee of $1.00, 504 goes to the Club or promoter
and 52,! goes to the man vhoae name is on the top of
the 1list,

"Under the plo.n as noy in use if the chain is
unbroken and if each member sells to two more members
the number one man on the list at the time of the
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tenth progression vould receive 50¢ from each of
the 1,023 members who would then be on the list,
or an smount of $512, .

*In connection with the opersation of such
plan Hellen's Club uses a preliminary application,
ocopy of which is sudtmitted herewith; ordinary re-
ceipt, copy of vhich is likewise sulmitted, and
sponsor's commission oredit voucher, which entitles

- the man on the top of the list to his 504 from each
or_;ho :m‘borl. A copy of this instrument is also
enclosed. .

| “She Distrioct Attorney of Harris Qounty has re-~
. quested an opinion from thias Department as to vhether >
- any of these instruments constitute a seocurity within
the meaning of the Securities Act for the purposs of
submitting to the grand jury a complaint against
Hollen for selling securities without a license.’

The preliminary application blank, ordinary receipt,
and sponsor's commission oredit voucher used by the Hellen's Na-
tional Club, photostatioc coples of which are attached to your
inquiry are as follovss ‘ ,

“PRELIMINARY APPLICATION
Houston, Texas

P ST

;.
t
i
]
¥

"Gentlemen:

‘*1 herevith make application to be admitted to the
Hellen's Natlional Club, and if scoepted agree to
abide by its by-lavs and rules,. Please find amount
of balance due on membership drive plan,

*Hame : ’
*Address Residence
*Océupation Age '
"signed T

{(Name 1n IulT)
‘ D-1-3-K"
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RECRIPT
~ "Houston, Texss, July 16, 1941
"Received of EDWVARD BURHNER -
— e¥la Wentworth Bollars
II'O'O “Balance due on Hellen's ¥atlonal Qlub -

(Nembership In Full) )
- HRLILEN'S RATIONAL CLUB

[y . 53

SPONSOR'S COMMISSION OREDIT VOUCHER

"Regulsr Vacation Cash Bonus Plan
Membership F. $5.00: HELLER'S NATIONAL CLUB
Reglstration 1,00t We Help You When You Need it Most-Now!

Potal -~ - $6.00% Executive (fficest Des Noines, Iowa

Special Mem- t Spomora Commission Credit Voucher for
bership Drive $1.00% Promptness

Bs Provident ] state Hoadquartera--nouaton, Toxas
SAVE - _SAVE 1

Within three (3) d;n on sight (This is the'Sponsors, '(To
511 Main- atrnt R mo)entitled to Oash Qom ’f
$ cents
0 oaq-

131

qua.rtoro, ror cradit.

To the Ssoretary, 8tate Registered and
Membership Director ‘Sponsored by

HELLEN'S ENTERPRISES -
Des Noines, Iowa

Tode Addreas”

*LOOK! This Credit Voucher presented st Membership Drive Head-
quarters of Hellen's National Cludb entitles holder of this credit
voucher to make application for membership Drive Fee by paying
same, signing application - being sponsored by & nember entitles

holder to tvo oredit commission vouchers with their name thereon
vhich must be used to securs two new prospective members."
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“she Seourities Act" defines the term "socurity or

M _ . s _ww ___

"sogurities  as T01liown}

"The term ‘security' or 'securities' shall in-
clude any share, stock, treasury stock, stock certi.
ficate under a voting trust agreement, collateral :
trust certificate, equipmont trust certificate, free
organization certificate or receipt, subseription or
reorganization certificate, note, dond, debenture,
mortgage certificate or other evidence of indebted-
ness, any form of commeroial paper, certificate in
or under a profit sharing or partiocipation agreement,
certificate or any instrument prepresenting any ine
terest in or under an oil, gas or mining leass, fee
or titles, or any certificate or instrument represent- X
ing or secured by an interest in any or all of the
capital, property, assets, proflts or eamings of
any company, investment contract, or any other in-
atrument commonly lmown as a security, whether simi-
lar to those herein referred to or not, # &% » ¥
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It will be noted that the .term "security”or "securities"

include a number of instruments or things specifically mentioned
therein and any other instrument commonly known as a security -
vhether similar to those referred to or not, in the Act,

As the Securities Act mentions any other instrument
commonly known as & security, we direot JJour attentian to some
of the general definitions of the vord "securities” found in
Words and Phrases, Perm. Ed., Vol, 38, p. 369 and the following
pagess

"Securities are generally defined as written
assurances for the return or repayment of monay or
evidence of indebtedness."

"Security is an evidence of debt or of prop-
erty, as a bond, stock certificate or other instru-
ment, etc.; a document giving the holder the right
to damand and receive property not in his posses-
81011 .
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“The term securities in its broadest sense en-
braces bonds, certificates of stock, and other evi-
dence of debt or of property. (Thayer vs. Wathen,
%3 8. W. 5063 17 Tex. 382)

- "Genorally, any form of instrument used for
purpose of financing and promoting enterprises,
designed for investment, 1s a seourity within stat-
ute authorizing investigations by Attorney General
of apparent fraud in sale of securities.”

"Webster defines sscurity to be something to be
given or deposited to make certaln the fulfillment
of an obligation; the obaservance of a provision for
.the payment of a debt. He also says it may mean any .
evidence of a debt. A contract which secures or
clearly ascertains the amount of money due on the
performance of a certain work or the furnishing of
certain material is a seocurity in law."

"The term security signifies that which makes
sscuxre or oertain. 1In its proper use 1t relates to
pecmyiary matters, and often consgiftts of s promise
or right uwnattended with possession of the thing:
upon which it reposes. It implies in its common
acgeptation that which prevents loss or makes sufe,
Dr. Johnson defines it as anything given as a pledge
or saution. Dean Swift uses 1t as synonymous with
safelty or certalnty. Webster defines i1t as anything
glven or deposited to secure the payment of a debt
or the performance of a contract, as a bond for sure~
ty, a mortgage, the endorsement of a responsible man
or a pledge. It is that vhich renders a matter sure;
an instrument vwhich renders certain the performance
of the contract.” '

The Appellate Courts of this stabe have rendered sev-
eral opinions construing certain provisions of “The Securities
Aot." Some of these cases are, Atwood vs. State, 121 S. W. (24)
3333 Smith vs, Fishbaok, 123 8. W. (24) 771; Kadane vs., Clark,

& 143 8. w. (24) 197; Culver va. Cockburn, 127 8. W. (2d4) 328;
' Muse vs. State, 132 3. W. (2d) 596; Aiken vs. State, 128 8. W.
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{24) 1190; Bults vs. Fpvler, 148 3, W. {24) 249; and Conser

. ¥s, Hancook, 149 8. W. (24) 239, After carefully reading
these cases, ve do not think thst any of them involves the
question considered in this opinlon,

After carefully considering the term “securiiy" or
"gesurities” as defined by "the Securities Act" ve do pot
think that any of the adbove mentioned instruments usel by
Hellen's Nationsl Viub come within the term “security® or

frusting that the foregoing fully ansvers your in-
quiry, ve are _ -

" Yours very truly

A OCT 27, 1041 ATYORNEY GENERAL OF TEXAS
‘.’ / . - .
M—/ By%"A"‘eM Corrs

FIRST ABEILTANT - Ardell Willisms
ATTORNEY GESERAL ‘ ' Assigtant

Ao}

"securities” as that term is defined by "The Securities Aot."

APPROVED

OPINION
COMMITTEE .
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